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the main debt and asset of the farm. The debtors filed a Chapter 12 
plan which provided for a cram down of the chicken house loan 
to the current market value of the houses, obtaining a new loan to 
construct a chicken litter shed and use of estate cash to install a water 
purification system.  The debtors claimed that the chicken litter shed 
was required by the chicken producer in order to continue supplying 
chickens under their contract.  The water purification system would 
allow less expensive access to water.  The creditor objected to the 
reduction of the chicken house loan and to the plan in general as 
not feasible. The court accepted the chicken house valuation of the 
debtors’ appraisal expert as better supported by comparables and 
income expectations; therefore, the court allowed the cram down 
of the loan claim to the market value of the houses.  The court also 
allowed the claim to be paid with 5 percent interest, instead of the 
7 percent wanted by the creditor, because the 5 percent amount 
was the prime rate plus 1.5 percent for risk. The court noted that 
the creditor failed to demonstrate that the 7 percent interest rate 
was reasonable under current market conditions.  The court also 
allowed the new loan for the chicken litter shed and use of estate 
funds to install a water purification system because both items were 
essential for a successful operation of the chicken farm and payment 
of the plan payments. The court noted that the added value of the 
two improvements would also bring greater value to the creditor’s 
collateral, the chicken houses.  In re Hudson, 2011 Bankr. LEXIS 
1010 (Bankr. M.D. Tenn. 2011).
FEDERAL TAX
 AUTOMATIC STAY. The debtor filed a Tax Court appeal of 
an IRS decision regarding the filing of a tax lien for unpaid taxes. 
While the Tax Court proceeding was pending, the debtor filed for 
Chapter 7 bankruptcy without informing the IRS or the Tax Court. 
The Tax Court completed its ruling on that case after the bankruptcy 
petition was filed but before a discharge was granted. The debtor 
filed an appeal of the Tax Court ruling. In an opinion designated 
as not for publication, the appellate court held that the filing of the 
bankruptcy proceeding and the automatic stay made the Tax Court 
decision void ab initio; therefore, the case was remanded to the 
Tax Court for rehearing, which was no longer stayed because the 
bankruptcy case had terminated.  Marcinek v. Comm’r, 2011-1 
U.S. Tax Cas. (CCH) ¶ 50,320 (3d Cir. 2011).
 ESTATE PROPERTY. The debtors, husband and wife, filed for 
Chapter 13. The wife owned an IRA which was funded by receiving 
funds from a deceased parent’s IRA. The debtors claimed the funds 
in the IRA as exempt under Section 522(d)(12) as retirement funds. 
The court held that the wife’s IRA was not eligible for the exemption 
because the wife could withdraw the funds at any time and the 
IRA was not exempt from taxation. On appeal the appellate court 
reversed, holding that the IRA funds were qualified retirement funds 
because the funds were exempt from taxation before and after the 
transfer.  In re Chilton, 2011-1 U.S. Tax Cas. (CCH) § ¶ 50,318 
(E.D. Tex. 2011), rev’g, 2010-1 U.S. Tax Cas. (CCH) ¶ 50,275 
(Bankr. E.D. Tex. 2010).
BANKRUPTCY
GENERAL
 LIEN AVOIDANCE. The debtors, husband and wife, filed for 
Chapter 12 and claimed exemptions in farm equipment up to the 
$20,000 Iowa exemption limit. The debtors sought to avoid liens 
on the farm equipment to the extent of the allowed exemptions. 
The lien creditor objected to avoidance of the liens as to the debtor 
wife, arguing that the wife was not a farmer and could not claim an 
exemption in farm equipment. The court found that the wife was 
employed full time as a school principal but worked on the debtors’ 
hog raising and alfalfa crop production activities by operating farm 
machinery, participating in financial decisions, working with farm 
suppliers and keeping the accounts. The court acknowledged that, 
although no one objected to the wife’s eligibility for Chapter 12, the 
determination of status as a farmer was separate for lien avoidance 
and exemption purposes. The court held that the wife’s participation 
in the farming activities was sufficient to classify the wife as a 
farmer for exemption and lien avoidance purposes.  In re Schley, 
2011 Bankr. LEXIS 1226 (Bankr. N.D. Iowa 2011).
CHAPTER 12
 ELIGIBILITY. The debtors, husband and wife, filed for Chapter 
12 in 2011. The debtors operate a farm with their son, who also filed 
for Chapter 12.  In 2008 the debtors and the son formed a limited 
liability company. The case is unclear as to whether the LLC elected 
to be taxed as a corporation or partnership. The LLC reported gross 
income in 2008 and 2009 but deductions exceeded farm income. 
The husband debtor received retirement income and the debtor wife 
received wages as a teacher. The debtors claimed that the LLC would 
have gross income in 2010 and projected that the LLC would have 
gross income for 2011. The case did not state the 2010 deductions 
or the expected 2011 deductions. A creditor objected to the Chapter 
12 status of the debtors, claiming that the debtors did not have more 
than 50 percent of income from farming because the LLC did not 
have any profits. The creditor argued that, without any profits passing 
to the debtors, they had no farming income. The court rejected this 
interpretation and held that the gross income of the LLC passed 
through to the debtors for the purpose of Chapter 12 eligibility. The 
creditor also argued that the debtors did not meet the requirement of 
Section 101(19) by having regular annual income as demonstrated 
by consistent monthly losses listed on Schedule J. The court held 
that the debtors had sufficient non-farm income to pay plan debts 
and had proposed and made sufficient changes in the farm operation 
to make it profitable enough for Chapter 12 reorganization. In re 
Sandifer 2011 Bankr. LEXIS 1410 (Bankr. D. S.C. 2011).
 PLAN. The debtors, husband and wife, operated a poultry farm 
which raised chickens under contract with a chicken producer. The 
debtors had obtained loans to build four chicken houses which were 
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CASES, REGULATIONS AND STATUTES




 GYPSY MOTH. The APHIS has issued interim regulations 
amending the gypsy moth regulations by adding areas in Indiana, 
Maine, Ohio, Virginia, West Virginia, and Wisconsin to the list of 
generally infested areas based on the detection of infestations of 
gypsy moth in those areas. 76 Fed. Reg. 21613 (April 18, 2011).
 FEDERAL ESTATE
AND GIFT TAXATION
 ADMINISTRATIVE EXPENSES. The estate was assessed 
additional taxes, a fraud penalty and interest, resulting from 
disallowed deductions. The executrix obtained a personal loan for 
the amount owed by the estate and loaned the money to the estate 
so that the estate could pay the assessment. The fraud penalty was 
later overturned by a jury verdict. The estate sought deductions for 
the interest on the loan used to pay the assessment. The court held 
that the deduction for the interest was allowed because the estate 
property was not easily liquidated.  Beat v. United States, 2011-1 
U.S. Tax Cas. (CCH) ¶ 60,617 (D. Kan. 2011).
 ANNUITY. The decedent had received a distribution from a tax 
sheltered annuity retirement account after the death of a spouse. The 
decedent died ten days later, before rolling over the distribution to 
an IRA. At the time of the distribution, the current executor served 
as the decedent’s attorney-in-fact. When the distribution was made, 
the decedent had the option to designate a rollover IRA but did not 
do so. The executor requested a waiver of the 60 day rollover period 
so as to transfer the distribution to the IRA. The IRS refused to 
grant a waiver because the executor failed to provide any evidence 
that the decedent had intended to roll over the distribution to the 
IRA.  The IRS noted that the decedent had a clear opportunity to 
rollover the funds when the distribution was made or to provide 
for the roll over within the 60 days.  Ltr. Rul. 201114044, Jan. 
25, 2011.
 BASIS OF ESTATE PROPERTY. The IRS has released 
Publication 4895, Basis of Inherited Property Held by Decedents 
Who Died in 2010. The publication explains that, if the executor 
of the estate of a 2010 decedent elects not to subject the estate 
to the estate taxes and instead opts to have the estate fall under 
the modified carryover basis regime, the election could affect 
beneficiaries’ 2010 income tax returns. According to the IRS, 
beneficiaries who inherited property from a 2010 decedent and also 
sold that property in 2010 may owe additional income tax. Because 
beneficiaries may not yet know whether the executor intends to elect 
for the estate to be subject to the modified carryover basis regime, 
they may need to file an extension of time to file their income 
tax returns and estimate any gain or loss from such a sale. The 
publication also notes that, if a beneficiary incorrectly estimates 
the amount of tax owed, penalty relief will be available if the 
tax estimate was based on a reasonable interpretation of the law. 
However, interest on the additional income tax liability will still 
accrue. The IRS stated that it  is developing the rules governing 
the manner in which executors may elect out of the estate tax 
and the effect of making such an election. After these rules are 
developed, apparently the IRA plans to re-issue Publication 4895, 
as Tax Treatment of Property Acquired From a Decedent Dying 
in 2010. http://www.irs.gov/pub/irs-pdf/p4895.pdf
 TRUSTEE/EXECUTOR FEE. The IRS has issued a notice 
that extends to taxable years which begin before the effective 
date of final regulations, not yet issued, the interim guidance 
provided in Notice 2008-116, 2008-2 C.B. 1372, and Notice 
2008-32, 2008-1 C.B. 593, on the treatment under I.R.C. § 67 
of investment advisory costs and other costs subject to the 2-
percent floor under I.R.C. § 67(a) that are integrated as part of 
one commission or fee paid to a trustee or executor (“Bundled 
Fiduciary Fee”) and are incurred by a trust other than a grantor 
trust (nongrantor trust) or an estate. Notice 2011-37, I.R.B. 
2011-20.
 FEDERAL INCOME 
TAXATION
 ACCOUNTING METHOD. After consulting with a tax 
return preparer, the taxpayer decided to change the inventory 
valuation method for federal tax purposes from the cost method 
to the lower of cost or market method under Treas. Reg. § 1.471-
4. The taxpayer filed its tax return electronically using a scanned 
copy of Form 3115, Application for Change in Accounting 
Method. The taxpayer provided the tax return preparer with a 
duplicate paper copy to be filed by the return preparer, who failed 
to send the duplicate return to the IRS national office. The IRS 
granted an extension of time to file the duplicate Form 3115. 
Ltr. Rul. 201114007, Dec. 10, 2010.
 BUSINESS EXPENSES. The taxpayer was employed as a 
school teacher and operated a language arts activity in spare 
time. The taxpayer sought to create a language study course in 
Portuguese for travelers to Brazil. The taxpayer made several trips 
to Brazil to obtain Portuguese phrases but the court found that 
the trips were mostly personal vacation trips. The taxpayer had 
no income or sales activities and the court held that the activity 
was not a bona fide trade or business; therefore, the deductions 
for travel were properly disallowed by the IRS. The taxpayer 
was also disallowed deductions which were claimed on both 
a Schedule C and Schedule A.  The court upheld an accuracy-
related penalty under I.R.C. § 6662 because the taxpayer’s 
claimed reliance on tax return software was insufficient authority 
for the duplicate and personal expense deductions. Moore v. 
Comm’r, T.C. Summary Op. 2011-51.
 CORPORATIONS.
 DIVIDENDS. The taxpayers were shareholders of a 
corporation who agreed to waive their rights in and to a portion 
Agricultural Law Digest 61
of the cash dividend attributable to the common stock they 
owned. The purpose of the waivers was to increase the funds 
of the corporation available for dividends to be paid to the non-
waiving public shareholders. The taxpayers claimed that less 
than 20 percent of the additional dividends would be received 
by persons related to the waiving shareholders.  The IRS ruled 
that the waiver of the dividends would not be taxable income to 
the taxpayers.  Ltr. Rul. 201114006, Dec. 17, 2010.
 TRANSFEREE LIABILITY. The taxpayer was the sole 
shareholder of a corporation which made distributions to the 
taxpayer in 1995 through 2002. The evidence showed that the 
corporation began liquidation sometime before 1997 and the 
IRS argued that the distributions to the taxpayer were part of 
the liquidation of corporate assets. The corporation was assessed 
taxes and interest for 1994 through 1996 and the IRS sought to 
collect the unpaid taxes from the taxpayer. The taxpayer argued 
that the distributions could not have been made in liquidation of 
the corporation because the corporation was not dissolved until 
years later. The court held that, because the distributions were 
shown to be made as part of the liquidation of the corporation’s 
assets, the shareholder was liable for the corporation’s unpaid 
taxes and interest to the extent of the distributions.  United States 
v. Holmes, 2011-1 U.S. Tax Cas. (CCH) ¶ 50,323 (D. Colo. 
2011).
 DEPENDENTS. The taxpayer lived with a companion to 
whom the taxpayer was not married. The companion had two 
children who were not the taxpayer’s children, and the taxpayer 
had not adopted either of the children.  The taxpayer claimed 
earned income tax credit and additional child tax credit on the 
taxpayer’s income tax return.  The court held that the children 
were not qualifying children because they were not the biological 
or adopted children of the taxpayer; therefore, the children could 
not support the earned income tax credit or additional child tax 
credit claimed by the taxpayer.  Camarillo v. Comm’r, T.C. 
Summary Op. 2011-53. 
 DISABILITY PAYMENTS. The taxpayer began receiving 
disability pension payments after being injured while on duty 
as a policeman. At that time, the taxpayer was not eligible for 
retirement benefits but two years later, the taxpayer reached 
minimum retirement age and the pension fund started withholding 
income taxes from the payments and issued Form 1099-R, listing 
the income as taxable. The IRS argued that the payments became 
taxable upon the taxpayer’s reaching retirement age because the 
payments were now retirement benefits. The court held that, 
because the payments started out as qualified disability payments 
and the taxpayer did not otherwise qualify for retirement benefits 
(the taxpayer did not have enough years of service), the payments 
remained nontaxable disability payments because the payments 
were not based on the taxpayer’s age or length of service. 
Bakken v. Comm’r, T.C. Summary Op. 2011-55.
 DISASTER LOSSES. On March 31, 2011, the President 
determined that certain areas in Tennessee are eligible for 
assistance from the government under the Disaster Relief and 
Emergency Assistance Act (42 U.S.C. § 5121) as a result of a 
severe storms and tornadoes, which began on February 28, 2011. 
FEMA-1965-DR.  Accordingly, taxpayers in the areas may deduct 
the losses on their 2010 federal income tax returns. See I.R.C. § 
165(i).
 DISCHARGE OF INDEBTEDNESS. The IRS has issued 
proposed regulations relating to the exclusion from gross income, 
under I.R.C. § 108(a), of discharge of indebtedness income of a 
grantor trust or an entity that is disregarded as an entity separate 
from its owner. The proposed regulations provide rules regarding 
the term “taxpayer’’ for purposes of applying Section 108 to 
discharge of indebtedness income of a grantor trust or a disregarded 
entity. The proposed regulations affect grantor trusts, disregarded 
entities, and their owners. The proposed regulations provide that, 
for purposes of applying I.R.C. § 108(a)(1)(A) and (B) to discharge 
of indebtedness income of a grantor trust or a disregarded entity, 
the term taxpayer, as used in Sections 108(a)(1) and (d)(1) through 
(3), refers to the owner(s) of the grantor trust or disregarded entity. 
The proposed regulations further provide that grantor trusts and 
disregarded entities themselves will not be considered owners for 
this purpose. The proposed regulations provide that, in the case 
of a partnership, the owner rules apply at the partner level to the 
partners of the partnership to whom the discharge of indebtedness 
income is allocable. 76 Fed. Reg. 20593 (April 13, 2011).
 DOMESTIC PRODUCTION DEDUCTION. The taxpayer 
was a non-exempt farmer’s marketing and purchasing agricultural 
cooperative. The cooperative made payments to members which 
were qualified per-unit retain allocations because they were (1) 
distributed with respect to the crops that the cooperative stored, 
processed and marketed for its patrons; (2) determined without 
reference to the cooperative’s net earnings; and (3) paid pursuant to 
a contract with the patrons establishing the necessary pre-existing 
agreement and obligation, and within the payment period of I.R.C. § 
1382(d). The IRS ruled that the cooperative was allowed to add back 
these amounts paid to members as net proceeds in calculating its 
qualified production activities income under I.R.C. § 199(d)(3)(C). 
Ltr. Rul. 201115009, Jan. 10, 2011; Ltr. Rul. 201115010, Jan. 3, 
2011. 
 IRA. The taxpayer and decedent, husband and wife, had 
established a trust for their benefit.  The trust was the designated 
beneficiary of the decedent’s IRA.  On the advice of a financial 
consultant, the taxpayer requested that the IRA proceeds be 
transferred to the trust. The taxpayer represented that no other 
options were explained. Once the taxpayer learned about the 
income tax consequence of the distribution to the trust, the taxpayer 
requested a waiver of the 60-day rollover requirement so that the 
distribution could be rolled over to an IRA owned by the taxpayer. 
The IRS granted the waiver because it found that the taxpayer 
had reasonably relied on the advice of tax experts who failed to 
completely explain the options and consequences of the taxpayer’s 
actions.  Ltr. Rul. 201115028, Jan. 20, 2011.
 INFORMATION REPORTING. The IRS created a pilot 
program  in 2009 allowing filers of information returns to truncate 
an individual payee’s nine-digit identifying number on paper payee 
statements for calendar years 2009 and 2010 if the filers meet 
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the requirements set forth in this notice. The program has been 
extended to 2011 and 2012 for paper return filers.  The IRS will 
treat a filer as having satisfied any requirement in Treasury and 
IRS guidance, whether in a regulation, form, or form instructions, 
to include a payee’s identifying number on a payee statement if 
the following requirements are met: (1) the identifying number is 
a social security number, IRS individual taxpayer identification 
number, or IRS adoption taxpayer identification number; (2) the 
identifying number is truncated by replacing the first five digits 
of the nine-digit number with asterisks or Xs (for example, a 
social security number 123-45-6789 would appear on the paper 
payee statement as ***-**-6789 or XXX-XX-6789); and (3) the 
truncated identifying number appears on a paper payee statement 
(including substitute and composite substitute statements) in the 
Form 1098 series, Form 1099 series, or Form 5498 series for 
calendar year 2009, 2010, 2011 and 2012. Notice 2011-38, I.R.B. 
2011-20.
 LIFE INSURANCE. The taxpayer was an attorney and obtained 
a life insurance policy on the taxpayer’s life. The insurance policy 
received dividends and over the years accumulated cash value 
against which the taxpayer could borrow funds to pay premiums 
or receive cash. The taxpayer made several loans from the policy 
until the loan amount exceeded the cash value, at which time the 
insurance policy was terminated by the insurance company. The 
insurance company offset the cash value against the policy loan 
amount.  Although the insurance company issued a Form 1099-
R showing the loan payment as taxable income, the taxpayer 
determined, after consulting with the taxpayer’s spouse who 
was also an attorney, that the insurance company was wrong and 
that the termination of the insurance policy debt was not taxable 
income.  The court held that, under I.R.C. § 72(e)(5), the portion 
of the cash value used to offset the policy loan that exceeded the 
taxpayer’s investment in the policy was taxable income to the 
taxpayer. Brown v. Comm’r, T.C. Memo. 2011-83.
 PARTNERSHIPS.
 ELECTION TO ADJUST BASIS. The taxpayer was a limited 
liability company taxed as a partnership. A member died during 
the tax year but the taxpayer inadvertently failed to make the 
I.R.C. § 754 election to adjust the basis of the taxpayer’s assets. 
The IRS granted an extension of time to file the election. Ltr. Rul. 
201114011, Dec. 15, 2010).
 The taxpayer was a limited liability company which elected to 
be taxed as a partnership. In one tax year, the taxpayer merged 
with another limited liability company, with the taxpayer as the 
surviving company. The taxpayer inadvertently failed to make 
the I.R.C. § 754 election to adjust its basis in its assets. The IRS 
granted an extension of time to make the election.  Ltr. Rul. 
201115002, Jan. 3, 2011.
 PENALTIES. The IRS has published information about failure-
to-file and failure-to-pay penalties taxpayers may face if they do 
not file or pay timely.  If taxpayers do not file by the deadline, 
taxpayers might face a failure-to-file penalty. If taxpayers do not 
pay by the due date, taxpayers could face a failure-to-pay penalty. 
The failure-to-file penalty is generally more than the failure-to-
pay penalty. So if a taxpayer cannot pay all the taxes the taxpayer 
owes, a taxpayer should still file the tax return on time and explore 
other payment options in the meantime. The IRS will work with 
taxpayers.  The penalty for filing late is usually 5 percent of the 
unpaid taxes for each month or part of a month that a return is late. 
This penalty will not exceed 25 percent of a taxpayer’s unpaid 
taxes.  If taxpayers file a return more than 60 days after the due 
date or extended due date, the minimum penalty is the smaller of 
$135 or 100 percent of the unpaid tax.  If taxpayers do not pay 
the taxes by the due date, taxpayers will generally have to pay a 
failure-to-pay penalty of ½ of 1 percent of the unpaid taxes for 
each month or part of a month after the due date that the taxes are 
not paid. This penalty can be as much as 25 percent of the unpaid 
taxes.  If a taxpayer timely filed a request for an extension of time 
to file and the taxpayer paid at least 90 percent of the actual tax 
liability by the original due date, the taxpayer will not be faced 
with a failure-to-pay penalty if the remaining balance is paid by 
the extended due date.  If both the failure-to-file penalty and the 
failure-to-pay penalty apply in any month, the 5 percent failure-
to-file penalty is reduced by the failure-to-pay penalty. However, 
if a taxpayer files a return more than 60 days after the due date or 
extended due date, the minimum penalty is the smaller of $135 or 
100 percent of the unpaid tax.  Taxpayers will not have to pay a 
failure-to-file or failure-to-pay penalty if they can show that they 
failed to file or pay on time because of reasonable cause and not 
because of willful neglect. IRS Tax Tip 2011-74.
 RECORDKEEPING The IRS has published five tips about 
keeping good records. Normally, tax records should be kept for 
three years.   Some documents — such as records relating to a home 
purchase or sale, stock transactions, IRA and business or rental 
property — should be kept longer. In most cases, the IRS does not 
require taxpayers to keep records in any special manner. Generally 
speaking, however, taxpayers should keep any and all documents 
that may have an impact on their federal tax return.  Records 
taxpayers should keep include bills, credit card and other receipts, 
invoices, mileage logs, canceled, imaged or substitute checks, 
proofs of payment, and any other records to support deductions 
or credits claimed on the return.  For more information on what 
kinds of records to keep, see IRS Publication 552, Recordkeeping 
for Individuals.  IRS Tax Tip 2011-71.
 RETURNS. The IRS has published information about amending 
a federal income tax return.  Use Form 1040X, Amended U.S. 
Individual Income Tax Return, to file an amended income tax 
return.  Use Form 1040X to correct previously filed Forms 
1040, 1040A or 1040EZ.  An amended return cannot be filed 
electronically, thus taxpayers must file it by paper.  Generally, 
taxpayers do not need to file an amended return due to math errors. 
The IRS will automatically make that correction. Also, taxpayers 
should not file an amended return because they forgot to attach 
tax forms such as W-2s or schedules. The IRS normally will send 
a request asking for those.  Taxpayers should be sure to enter 
the year of the return being amended at the top of Form 1040X. 
Generally, taxpayers must file Form 1040X within three years 
from the date the taxpayer filed the original return or within two 
years from the date the taxpayer paid the tax, whichever is later. 
If a taxpayer is amending more than one tax return, the taxpayer 
should prepare a 1040X for each return and mail them in separate 
user fee, plus a separate fee of $14.25 to the vendor. The IRS has 
reinstated the renewal period for these enrolled agents whose tax 
identification number ends in a 4, 5 or 6, beginning June 1, 2011. 
The renewal period will conclude 90 days later on August 30, 2011. 
Enrolled agents whose social security number or tax identification 
number ends in 4, 5, or 6 must submit their application for renewal 
of enrollment, along with the $30 renewal fee, to the IRS during 
this period. The IRS expects to process these applications and issue 
enrollment cards before November 28, 2011, 90 days after the end 
of the enrollment period. Ann. 2011-29, I.R.B. 2011-18.
 The IRS has adopted as final amendments to the regulations 
relating to the imposition of user fees for enrolled agents and 
enrolled retirement plan agents, effective April 19, 2011. The final 
regulations lower the initial enrollment and renewal of enrollment 
user fees for enrolled agents and enrolled retirement plan agents 
and separate the enrolled retirement plan agent user fees from the 
enrolled agent user fees. 76 Fed. Reg. 21805 (April 19, 2011).
 TREASURY BONDS.  The IRS has issued guidance on the tax 
treatment of Treasury Inflation-Protected Securities (“TIPS”) issued 
at a premium. TIPS are securities issued by the Department of the 
Treasury in which the principal amount of a TIPS is adjusted for 
any inflation or deflation that occurs over the term of the security. 
The rules for the taxation of TIPS (and other inflation-indexed debt 
instruments) are contained in Treas. Reg. § 1.1275-7. See also Treas. 
Reg. § 1.171-3(b) (rules for TIPS with bond premium). To date, 
the coupon bond method described in Treas. Reg. § 1.1275-7(d) 
has applied to TIPS rather than the more complex discount bond 
method described in Treas. Reg. § 1.1275-7(e). To provide a more 
uniform method for the federal income taxation of TIPS, the IRS 
and the Department of the Treasury plan to issue regulations that 
will provide that taxpayers must apply the coupon bond method 
described in Treas. Reg. § 1.1275-7(d) with respect to TIPS issued 
with more than a de minimis amount of premium. As a result, the 
discount bond method described in Treas. Reg. § 1.1275-7(e) will 
not apply to TIPS issued with more than a de minimis amount of 
premium. The regulations will be effective for TIPS issued on or 
after April 8, 2011. Notice 2011-21, I.R.B. 2011-19.
 TRUSTS. A trustee made a distribution from a trust during the 
first 65 days of the trust tax year but failed to make the election 
under I.R.C. § 663(b) to treat the distribution as made on the last 
day of the previous tax year. The IRS granted an extension of time 
to make the election.  Ltr. Rul. 201115004, Dec. 22, 2010.
 WITHHOLDING. The taxpayers were financial institutions 
which had failed to either obtain taxpayer identification numbers 
from payees required by I.R.C. § 3406 or make backup withholding 
payments. The taxpayer voluntarily have agreed to make the backup 
withholding payments plus interest.  In a Chief Counsel Advice 
letter, the IRS ruled that, although the backup withholding payments 
were not deductible, the interest on the payments was deductible. 
CCA 201115024, March 11, 2011.
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envelopes to the appropriate IRS campus. The 1040X instructions 
list the addresses for the campuses.  If the changes involve another 
schedule or form, taxpayers must attach that schedule or form to 
the amended return.  If taxpayers are filing to claim an additional 
refund, wait until the taxpayer has received the original refund 
before filing Form 1040X. Taxpayers may cash that check while 
waiting for any additional refund.  If a taxpayer  owes additional 
2010 tax, file Form 1040X and pay the tax before the due date to 
limit interest and penalty charges that could accrue on the taxpayer’s 
account. Interest is charged on any tax not paid by the due date 
of the original return, without regard to extensions.  Form 1040X 
was recently redesigned. Previously the form consisted of three 
columns; Column A-Original amount, Column B-Net change, 
and Column C-Correct amount. The redesigned form now has just 
one column where the Correct Amount is the only figure entered, 
making it easier to make changes to previously filed returns. IRS 
Tax Tip 2011-72.
 The IRS has amended Notice 2010-30, 2010-1 C.B. 650, which 
provides relief and procedures for certain taxpayers who are spouses 
of active duty members of the uniformed services. In particular, 
the procedures in Notice 2010-30 were made available for the 
taxable year including November 11, 2009 (generally, this will be 
the calendar year 2009, and is referred to hereinafter as “2009”), to 
civilian spouses who (A) accompany their service member spouses 
to a military duty station in American Samoa, Guam, the Northern 
Mariana Islands, Puerto Rico, or the U.S. Virgin Islands and claim 
residence or domicile (tax residence) in one of the 50 States or the 
District of Columbia under the Military Spouses Residency Relief 
Act (MSRRA) pursuant to the procedures in Notice 2010-30 or (B) 
accompany their service member spouses to a military duty station 
in one of the 50 States or the District of Columbia and claim tax 
residence in a U.S. territory under MSRRA. The new notice extends 
the relief to 2010 returns.  Notice 2011-16, I.R.B. 2011-17.
SAFE HARBOR INTEREST RATES
May 2011
 Annual Semi-annual Quarterly Monthly
Short-term
AFR  0.56 0.56 0.56 0.56
110 percent AFR 0.62 0.62 0.62 0.62
120 percent AFR 0.67 0.67 0.67 0.67
Mid-term
AFR  2.44 2.43 2.42 2.42
110 percent AFR  2.69 2.67 2.66 2.66
120 percent AFR 2.94 2.92 2.91 2.90
Long-term
AFR 4.19 4.15 4.13 4.11
110 percent AFR  4.62 4.57 4.54 4.53
120 percent AFR  5.04 4.98 4.95 4.93
Rev. Rul. 2011-11, I.R.B. 2011-19.
 TAX RETURN PREPARERS. The IRS had announced 
the delay of the renewal period for enrolled agents whose tax 
identification number ends in a 4, 5 or 6 that was scheduled to begin 
on November 1, 2010. Ann. 2010-81, 2010-2 C.B. 638.The IRS is 
currently implementing the recommendations in Publication 4832, 
Return Preparer Review, which was published on January 4, 2010. 
As part of the implementation, the IRS published regulations that 
require all individuals who apply for or renew a PTIN to pay a $50 
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AGRICULTURAL TAX SEMINARS
by Neil E. Harl
May 10-11, 2011             I-80 Quality Inn, Grand Island, NE
  There’s still plenty of room to join us for expert and practical seminars on the essential aspects of agricultural tax law. Gain 
insight and understanding from one of the country’s foremost authorities on agricultural tax law.
 The seminars will be held on Tuesday and Wednesday from 8:00 am to 5:00 pm. Registrants may attend one or both days, with 
separate pricing for each combination. On Tuesday, Dr. Harl will speak about farm and ranch income tax. On Wednesday, Dr. Harl 
will cover farm and ranch estate and business planning. Your registration fee includes written comprehensive annotated seminar 
materials for the days attended and lunch. E-mail robert@agrilawpress.com for a brochure.
 The topics include:
 The seminar registration fees for current subscribers to the Agricultural Law Digest, the Agricultural Law Manual, or Principles 
of Agricultural Law (and for each one of multiple registrations from one firm) are $225 (one day) and $400 (two days).
 The registration fees for nonsubscribers are $250 (one day) and $450 (two days). Nonsubscribers may obtain the discounted 
fees by purchasing any one or more publications. See www.agrilawpress.com for online book and CD purchasing.
 Contact Robert Achenbach at 360-200-5666, or e-mail Robert@agrilawpress.com for a brochure.
 Sale and gift combined.
Like-Kind Exchanges
 Requirements for like-kind exchanges
 “Reverse Starker” exchanges
     What is “like-kind” for realty
 Like-kind guidelines for personal property 
    Partitioning property
    Exchanging partnership assets
Taxation of Debt
 Turnover of property to creditors
 Discharge of indebtedness
 Taxation in bankruptcy.
Wednesday, May 11, 2011




Property Held in Co-ownership
 Federal estate tax treatment of joint tenancy
 Severing joint tenancies
 Joint tenancy and probate avoidance
 Joint tenancy ownership of personal property
 Other problems of property ownership
Federal Estate Tax
 The gross estate
 Special Use Valuation
 Family-owned business deduction recapture
 Property included in the gross estate
 Traps in use of successive life estates
 Basis calculations under uniform basis rules
 Valuing growing crops
 Claiming deductions from the gross estate
 Marital and charitable deductions
 Taxable estate
 The unified credit and other credits
 Unified estate and gift tax rates
 Generation skipping transfer tax, including
  later GST consequences for transfers in
  2010
 Basis for deaths in 2010 
 Federal estate tax liens
 Undervaluations of property
 Reopening an examination
Gifts
 Reunification of gift tax and  estate tax
 Gifts of property when debt exceeds basis




 Developments with passive losses
 Corporate-to-LLC conversions
The Closely-Held Corporation - 
 State anti-corporate farming restrictions
 Developing the capitalization structure
 Tax-free exchanges
 Would incorporation trigger a gift because of
  severance of land held in joint tenancy?
 “Section 1244” stock
Status of the Corporation as a Farmer
 The regular method of income taxation
 The Subchapter S method of taxation
Financing, Estate Planning Aspects and
  Dissolution of Corporations
 Corporate stock as a major estate asset
 Valuation discounts
 Dissolution and liquidation




 Leasing land to family entity
 Constructive receipt of income
 Deferred payment and installment payment
  arrangements for grain and livestock sales
 Payments from contract production
 Items purchased for resale
 Items raised for sale
 Crop insurance proceeds
 Weather-related livestock sales
 Sales of diseased livestock
 Reporting federal disaster assistance benefits
 Gains and losses from commodity futures
Claiming Farm Deductions
 Soil and water conservation expenditures
 Fertilizer deduction election
 Farm lease deductions
 Prepaid expenses
 Preproductive period expense provisions
 Regular depreciation, expense method
  depreciation, bonus depreciation 
 Paying rental to a spouse
 Paying wages in kind
 Section 105 plans
Sale of Property
 Income in respect of decedent
 Sale of farm residence
 Installment sale including related party rules
 Private annuity
 Self-canceling installment notes
